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INDEPENDENT AUDITORS’ REPORT 
 

June 10, 2008 
 
 
To the Board of Trustees 
Traverse Area District Library 
Traverse City, Michigan 
 
 
We have audited the accompanying financial statements of the governmental activities and each major 
fund of the Traverse Area District Library (the “Library”) as of and for the year ended December 31, 
2007, which collectively comprise the Library’s basic financial statements as listed in the table of 
contents.  These financial statements are the responsibility of the Library’s management.  Our 
responsibility is to express opinions on these financial statements based on our audit.  
 
We conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards 
issued by the comptroller general of the United States.  Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free of material 
misstatement.  An audit includes examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements.  An audit also includes assessing the accounting principles used 
and significant estimates made by management, as well as evaluating the overall financial statement 
presentation.  We believe that our audit provides a reasonable basis for our opinions. 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
respective financial position of the governmental activities and each major fund of the Traverse Area 
District Library, as of December 31, 2007, and the respective changes in financial position thereof and 
the budgetary comparison for the general and the special revenue funds for the year then ended in 
conformity with accounting principles generally accepted in the United States of America. 
 
In accordance with Government Auditing Standards, we have also issued a report dated June 10, 2008, on 
our consideration of the Traverse Area District Library’s internal control over financial reporting and our 
tests of its compliance with certain provisions of laws, regulations, contracts and grant agreements and 
other matters.  The purpose of that report is to describe the scope of our testing of internal control over 
financial reporting and compliance and the results of that testing, and not to provide an opinion on the 
internal control over financial reporting or on compliance.  That report is an integral part of an audit 
performed in accordance with Government Auditing Standards and should be considered in assessing the 
results of our audit. 
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The Management’s Discussion and Analysis on pages 3-9 is not a required part of the basic financial 
statements but is supplementary information required by the Governmental Accounting Standards Board.  We 
have applied certain limited procedures, which consisted principally of inquiries of management regarding the 
methods of measurement and presentation of the supplementary information.  However, we did not audit the 
information and express no opinion on it. 
 
Our audit was conducted for the purpose of forming opinions on the financial statements that collectively 
comprise the Library’s basic financial statements.  The detailed budgetary schedules are presented for 
purposes of additional analysis and are not a required part of the Library’s financial statements.  The detailed 
schedules have been subjected to the auditing procedures applied in the audit of the basic financial statements 
and, in our opinion, are fairly presented, in all material respects, in relation to the basic financial statements 
taken as a whole.   
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MANAGEMENT’S DISCUSSION AND ANALYSIS 
 
As management of the Traverse Area District Library (the “Library”), we offer readers of the 
Traverse Area District Library financial statements this narrative review and analysis of the 
financial activities for the fiscal year ended December 31, 2007.  We encourage readers to 
consider the information presented here in conjunction with additional information that is 
furnished in the financial statements and notes to the financial statements. 
 
Financial Highlights 
 

1. Taxable value in the District increased by nearly 9% and operating revenue from taxes 
increased nearly 8%. 

2. We were able to transfer $440,000 from the General Fund balance into the Public 
Improvement Fund for future capital expenditures while still maintaining roughly the 
same General Fund balance as the previous year. 

 
Overview of the Financial Statements 
 
This discussion and analysis is intended to serve as an introduction to the Library’s financial 
statements.  The Library’s basic financial statements comprise three components: 
 

1. government-wide statements 
2. fund financial statement, and 
3. notes to the financial statements 

 
This report also contains other supplementary information in addition to the basic financial 
statements themselves.  The supplementary information includes a detail budget and actual 
schedule for the general fund.  Required supplementary information includes this management 
discussion and analysis. 
 
Government-wide Statements 
 
The statement of net assets presents information on all of the library’s assets and liabilities, with 
the difference between the two reported as net assets.  Over time, increases or decreases in net 
assets may serve as a useful indicator of whether the financial position of the library is improving 
or deteriorating. 
 
The statement of activities presents information showing how the Library’s net assets changed 
during the most recent fiscal year.  All changes in net assets are reported as soon as the 
underlying event giving rise to the change occurs, regardless of the timing of related cash flows.  
Thus, revenues and expenses are reported in this statement for some items that will only result in 
cash flows in past or future fiscal periods (for instance, depreciation expense associated with 
capital assets). 
 
The government-wide financial statements can be found on pages 10 and 11 of this report. 
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Fund financial statements 
 
A fund is a grouping of related accounts that is used to maintain control over resources that have 
been segregated for specific activities or objectives.  The Library, like other units of state and 
local governments, uses fund accounting to ensure and demonstrate compliance with finance-
related legal requirements.  The activity of the Library is accounted for in governmental funds 
including the general, special revenue, debt service, and permanent funds. 
 
Governmental funds.  Governmental funds are used to account for essentially the same function 
reported in the government-wide financial statements.  However, unlike the government-wide 
financial statements, governmental fund financial statements focus on near-term inflows and 
outflows of spendable resources, as well as on balances of spendable resources available at the 
end of the fiscal year.  Such information may be useful in evaluating a government’s near-term 
financing requirements. 
 
Because the focus of the governmental fund statements is narrower than that of the government-
wide financial statements, it is useful to compare the information presented for the governmental 
funds with similar information presented for governmental activities in the government-wide 
financial statements.  By doing so, readers may better understand the long-term impact of the 
government’s near-term financing decisions.  Both the governmental funds balance sheet and the 
governmental funds statement of revenues, expenditures, and changes in fund balances provide a 
reconciliation to facilitate this comparison between the general fund and the government-wide 
statements. 
 
The Library maintains four governmental funds.  Information is presented in the governmental 
funds balance sheet and in the government funds statement of revenues, expenditures, and 
changes in fund balances for the Government.  The general, special revenue, debt service, and 
permanent funds are major funds for financial reporting purposes as defined by GASB Statement 
#34. 
 
The Library adopts an annual appropriated budget for its general fund and special revenue fund.  
A budgetary comparison statement has been provided herein to demonstrate compliance with 
these budgets. 
 
The basic governmental fund financial statements can be found on pages 12 through 20 of this 
report. 
 
The Library does not maintain proprietary nor fiduciary funds. 
 
Notes to the financial statements 
 
The notes provide additional information that is essential to a full understanding of the data 
provided in the Library’s financial statements.  The notes to the financial statements can be 
found on pages 21 through 31 of this report. 
 
Other information.  In addition to the basic financial statements and accompanying notes, this 
report also presents certain required supplementary information.  This is limited to this 
management discussion and analysis. 
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Traverse Area District Library Net Assets 

 
  Governmental  
  Activities  
  2007   2006  
 
 Current and other assets $6,933,394 $6,217,720  
 Capital assets   7,324,865    7,527,572 
 Total assets 14,258,259 13,745,292 
 
 Long-term liabilities outstanding  5,404,223  5,833,438 
 Other liabilities   4,711,725  4,422,594 
 Total liabilities 10,115,948 10,256,032 
  
 Net assets: 
 Invested in capital assets, net 
   of related debt   1,909,865  1,662,572 
 Restricted  219,818  145,236 
 Unrestricted   2,012,628  1,681,453 
 
 Total net assets $4,142,311 $3,489,261 
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Traverse Area District Library Change in Net Assets 
 
  Governmental  
  Activities  
  2007   2006  
 Revenue: 
 Program revenue: 
    Charges for services $ 247,463 $ 292,765 
  Operating grants  217,931  156,224 
 
 Total program revenue  465,394  448,989 
 General revenue: 
  Property taxes  4,318,804  4,066,115 
  Fines and forfeitures  450,637  428,751 
    Unrestricted investment earnings  191,221  137,052 
 Total general revenue  4,960,662  4,631,918 
 
 Expenses: 
 Library services  4,485,662  4,268,015 
 TCTV2  103,995           143,938 
 Interest expense  183,349  232,499 
 Total expenses  4,773,006  4,644,452 
 
 Increase in net assets      653,050  436,455 
 Net assets – beginning of year  3,489,261  3,052,806 
 
 Net assets – end of year $4,142,311 $3,489,261 
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Revenues by Source - Governmental Activities 
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Financial Analysis of the Governmental Funds 
 
As of the end of the current fiscal year the combined fund balance of $2,221,669 reflects an 
increase of $392,724 from the previous year.  The original budget for the general fund included a 
projected excess of $43,911 (a 1% contingency). We received nearly 5% more income than 
originally expected primarily due to better investment income returns and some unexpected 
contributions. Expenses were about 3% less due to various reductions in a number of categories 
As a result, the Library was able to increase its combined fund balance. 
 
Capital Assets 
 
Major capital asset purchases during the current fiscal year included the following: 
 

- Collection additions of $331,551 
- Equipment additions of $35,723 

 
Traverse Area District Library Capital Assets (net of depreciation) 
  Governmental  
  Activities  
  2007   2006  
 
 Land $ 345,545 $ 345,545 
 Building  5,740,476  5,928,479 
 Collections      766,296  759,448 
 Furniture and equipment  472,548  494,100 
 
 Total $7,324,865 $7,527,572 
 
Additional information on the Library’s capital assets can be found in Note 3 on page 27 of this 
report. 
 
Long-term debt 
 
Traverse Area District Library Outstanding Debt 
  Governmental  
  Activities  
  2007   2006  
  
 Compensated absences $ 197,075 $ 197,075 
 General obligation bonds  5,415,000  5,865,000 
 Deferred issuance costs  (207,852)  (228,637) 
 
 Total $5,404,223 $5,833,438 
 
Additional information on the Library’s long-term debt can be found in Note 4 on pages 27 and 
28 of this report. 
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Economic Factors and Next Year’s Budgets and Rates 
  
We anticipate a few changes in library operations for 2008.  
 
We are planning several capital expenses for the year, including remodeling the Young Adult 
area ($25,000), installing a new surveillance camera system ($10,000) and migrating to a new 
integrated library system ($165,000). Funds for these activities have been set aside in the Public 
Improvement Fund. In addition, construction of a new joint village/library complex will begin in 
Kingsley with occupation anticipated during the first quarter of 2009. The Library will be paying 
for our part of that construction ($100,000) and will also be purchasing various furnishings and 
equipment for the new branch facility ($100,000). Again, funds for these expenses have been 
earmarked for 2008 expenses.  The Library’s agreement with the Cherry Capital Cable Council 
to administer and operate the local public access station, TCTV2, will end effective June 30. 
Although this has been revenue neutral, we anticipate that a portion of the TCTV2 fund balance 
will be returned to the Cherry Capital Cable Council net of expenses. Communications costs 
should be reduced as reimbursements from the Universal Service Fund will fully kick in. We will 
be negotiating a revised employment agreement with the Union, although any changes will not 
take effect until 2009. Budget considerations included increased costs for staffing, utilities, 
materials and supplies. Personnel costs are the largest expense and we anticipate a modest 4% 
increase.  
 
Property tax is the primary source of income. Even though there has been a recent slowdown in 
new construction, considering the overall economic strength of the Traverse City area, we do not 
anticipate any major change in tax revenue for 2008. However, with the nationwide decline in 
the real estate market, 2009 might prove differently. Due to the overall market condition, we also 
anticipate receiving less investment income than in most recent years. 
 
Requests for Information 
 
This financial report is designed to provide a general overview of Library’s finances for all those 
with an interest in the Library’s finances.  Questions concerning any of the information provided 
in this report or requests for additional financial information should be addressed to the Director, 
Traverse Area District Library, 610 Woodmere, Traverse City, Michigan  49686. 



TRAVERSE AREA DISTRICT LIBRARY

Statement of Net Assets

December 31, 2007

Governmental
Activities

Assets
Cash and cash equivalents 617,308$           
Investments  2,158,878           
Receivables  4,139,041           
Prepaid expenses 18,167               
Capital assets not being depreciated  345,545             
Capital assets being depreciated, net  6,979,320           

Total assets 14,258,259         

Liabilities
Accounts payable and accrued liabilities 69,476               
Unearned revenue 4,642,249           
Long-term debt:  

Due within one year  484,708             
Due in more than one year  4,919,515           

Total liabilities  10,115,948         

Net assets
Invested in capital assets, net of related debt  1,909,865           
Restricted for:

Debt service  85,966               
TCTV2 operations 110,747             
Permanent fund:  

Expendable 3,105                 
Nonexpendable 20,000               

Unrestricted  2,012,628           

Total net assets 4,142,311$         

The accompanying notes are an integral part of these financial statements. 
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Program Revenues
Charges Operating Net

for Grants and (Expense)
Functions / Programs Expenses Services Contributions Revenue

Governmental activities
Library services 4,485,662$  122,410$    174,841$    (4,188,411)$   
TCTV2 103,995      125,053     43,090       64,148          
Interest on long-term debt  183,349      -                -                 (183,349)       

Total governmental activities 4,773,006$   247,463$     217,931$     (4,307,612)     

General revenues
Property taxes:

Levied for general purposes  3,675,709     
Levied for debt service  643,095        

Fines and forfeitures  450,637        
Unrestricted investment earnings 191,221        

Total general revenues  4,960,662     

Change in net assets  653,050        

Net assets, beginning of year 3,489,261     

Net assets, end of year 4,142,311$    

The accompanying notes are an integral part of these financial statements.
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TRAVERSE AREA DISTRICT LIBRARY

Statement of Activities

For the Year Ended December 31, 2007



Public
General TCTV2 Improvement

Assets
Cash and cash equivalents  543,696$         -$                   -$                      
Investments 1,396,669       -                    739,362            
Receivables:

Accounts 2,100              -                    -                        
Interest 17,671            -                    3,374                
Property taxes 3,531,820       -                    -                        

Due from other funds  58,811            110,747       -                        
Prepaids 18,167            -                    -                        

Total assets 5,568,934$      110,747$      742,736$          

Liabilities
Accounts payable 13,285$           -$                   -$                      
Accrued liabilities 56,191            -                    -                        
Due to other funds 215,683          -                    43,913              
Deferred revenue 3,980,747       -                    -                        

Total liabilities 4,265,906         -                     43,913               

Fund balances
Reserved for:

Prepaids 18,167            -                    -                        
Replacements -                     -                    350,000            
Technology -                     -                    155,000            
Service expansion -                     -                    100,000            
Young adult area at main -                     -                    25,000              
Program stabilization 670,000          -                    -                        
Childrens programming endowment 81,000            -                    -                        
Kingsley branch expansion 100,000          -                    100,000            
Permanent fund (endowment)   -                     -                    -                        

Unreserved:
Undesignated 433,861          110,747       (31,177)             

Total fund balances 1,303,028       110,747       698,823            

Total liabilities and fund balances 5,568,934$       110,747$       742,736$           

The accompanying notes are an integral part of these financial statements.
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TRAVERSE AREA DISTRICT LIBRARY

Balance Sheet - Governmental Funds

December 31, 2007



Debt Permanent
Service Fund Total

73,612$            -$                    617,308$        
-                        22,847             2,158,878      

-                        -                      2,100             
-                        258                  21,303           

583,818            -                      4,115,638      
90,038              -                      259,596         

-                        -                      18,167           

747,468$          23,105$           7,192,990$     

-$                      -$                    13,285$          
-                        -                      56,191           
-                        -                      259,596         

661,502            -                      4,642,249      

661,502            -                      4,971,321        

-                        -                      18,167           
-                        -                      350,000         
-                        -                      155,000         
-                        -                      100,000         
-                        -                      25,000           
-                        -                      670,000         
-                        -                      81,000           
-                        -                      200,000         
-                        20,000             20,000           

85,966              3,105               602,502         

85,966              23,105             2,221,669      

747,468$          23,105$           7,192,990$      
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TRAVERSE AREA DISTRICT LIBRARY

Reconciliation of Fund Balances on the Balance Sheet 
for Governmental Funds to Net Assets of 

Governmental Activities on the Statement of Net Assets 

December 31, 2007

Fund balances - total governmental funds 2,221,669$   

Amounts reported for governmental activities in the statement of net assets are different
because:    

Capital assets used in governmental activities are not financial resources and therefore 
are not reported in the funds.

Add - capital assets not being depreciated 345,545       
Add - capital assets being depreciated  12,027,860   
Deduct - accumulated depreciation on capital assets (5,048,540)   

Certain liabilities, such as bonds payable, are not due and payable in the current period 
and therefore are not reported in the funds.

Deduct - compensated absences payable (197,075)      
Add - unamortized issuance costs and premium 207,852       
Deduct - bonds payable  (5,415,000)   

Net assets of governmental activities 4,142,311$   

The accompanying notes are an integral part of these financial statements.
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Public  
General TCTV2 Improvement  

Revenues
Property taxes  3,675,709$       -$                -$                                 
State grants 113,755           -                 -                                   
Other grants 13,595             43,090       -                                   
Charges for services  122,410           125,053     -                                   
Fines and forfeitures  450,637           -                 -                                   
Investment income 169,949           -                 15,516                          
Contributions and other income 47,491             -                 -                                   

Total revenues 4,593,546        168,143     15,516                          

Expenditures
Current:

Personnel  2,654,412        88,544       -                                   
Supplies 505,377           2,109         -                                   
Other services and charges  1,000,863        13,345       -                                   

Debt service:  
Principal -                      -                 -                                   
Interest and fiscal charges  -                      -                 -                                   

Capital outlay  52,537             25,850       43,913                          

Total expenditures   4,213,189        129,848     43,913                          

Revenues over (under) expenditure 380,357           38,295       (28,397)                        

Other financing sources (uses)  
Transfers in -                      -                 440,000                        
Transfers out (440,000)         -                 -                                   

Total other financing sources (uses) (440,000)         -                 440,000                        

Net change in fund balances (59,643)           38,295       411,603                        

Fund balances, beginning of year 1,362,671        72,452       287,220                        

Fund balances, end of year 1,303,028$        110,747$     698,823$                       

The accompanying notes are an integral part of these financial statements.   

For the Year Ended December 31, 2007

TRAVERSE AREA DISTRICT LIBRARY

Statement of Revenues, Expenditures
and Changes in Fund Balances

Governmental Funds
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Debt Permanent  
Service Fund Total

643,095$                   -$                    4,318,804$             
-                                 -                      113,755                 
-                                 -                      56,685                   
-                                 -                      247,463                 
-                                 -                      450,637                 

4,572                         1,184              191,221                 
-                                 -                      47,491                   

647,667                     1,184              5,426,056              

-                                 -                      2,742,956              
-                                 -                      507,486                 
-                                 -                      1,014,208              

450,000                     -                      450,000                 
196,382                     -                      196,382                 

-                                 -                      122,300                 

646,382                     -                      5,033,332              

1,285                         1,184              392,724                 

-                                 -                      440,000                 
-                                 -                      (440,000)               

-                                 -                      -                            

1,285                         1,184              392,724                 

84,681                       21,921            1,828,945              

85,966$                     23,105$          2,221,669$              
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TRAVERSE AREA DISTRICT LIBRARY

Reconciliation of the Statement of Revenues, Expenditures
and Changes in Fund Balances of Governmental Funds

to the Statement of Activities

For the Year Ended December 31, 2007

Net change in fund balances - total governmental funds 392,724$      

Add - capital outlay 367,274        
Deduct - depreciation expense (569,981)       

Bond proceeds provide current financial resources to governmental funds in the period issued,
but issuing bonds increases long-term liabilities in the statement of net assets. Repayment of
bond principal is an expenditure in the governmental funds, but is reported as a decrease in
long-term liabilities on the statement of net assets.

Add - principal payments on bonds and notes payable 450,000        
Deduct - amortization of bond issuance costs (20,785)         

Some revenues and expenses reported in the statement of activities do not require the use of
current financial resources and therefore are not reported as expenditures in the statement of
revenues, expenditures and changes in fund balances.

Add - decrease in accrued interest payable on bonds 33,818          

Change in net assets of governmental activities 653,050$      

The accompanying notes are an integral part of these financial statements.

Amounts reported for governmental activities  in the statement of activities are different because:
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 Statement of Revenues, Expenditures
and Changes in Fund Balance - Budget and Actual

General Fund

For the Year Ended December 31, 2007

Variance 
with 
Final 

Budget 
Budgeted Amount   Positive 

 Original   Final  Actual (Negative) 

Revenues  
Property taxes  3,665,525$       3,665,525$      3,675,709$      10,184$                    
State grants 109,525           109,525          113,755           4,230                        
Other grants 4,000               4,000              13,595             9,595                        
Charges for services  105,000           195,000          122,410           (72,590)                     
Fines and forfeitures  418,000           418,000          450,637           32,637                      
Investment income  70,000             100,000          169,949           69,949                      
Contributions and other income  6,000               6,000              47,491             41,491                      

Total revenues  4,378,050        4,498,050       4,593,546       95,496                      

Expenditures 
Current:

Personnel 2,723,269        2,743,269       2,654,412       88,857                      
Supplies 511,000           611,000          505,377           105,623                    
Other services and charges  1,034,870        1,034,870       1,000,863       34,007                      

Capital outlay  65,000             65,000            52,537             12,463                      

Total expenditures 4,334,139        4,454,139       4,213,189       240,950                    

Revenues over (under) expenditures 43,911             43,911            380,357           336,446                    

Other financing sources
Transfers out -                       (440,000)         (440,000)         -                                

Total other financing sources (uses) -                       (440,000)         (440,000)         -                                

Net changes in fund balance   43,911             (396,089)         (59,643)            336,446                    

Fund balances, beginning of year   1,362,671        1,362,671       1,362,671       -                                

Fund balances, end of year  1,406,582$        966,582$          1,303,028$       336,446$                   

The accompanying notes are an integral part of these financial statements
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and Changes in Fund Balance - Budget and Actual
TCTV2 Special Revenue Fund

For the Year Ended December 31, 2007

Variance
with
Final

Budget
Budgeted Amount Positive

Original Final Actual (Negative)

Revenues
Other grants -$                 -$                 43,090$      43,090$                 
Charges for services  245,540       245,540       125,053     (120,487)               

Total revenues 245,540       245,540       168,143     (77,397)                 

Expenditures 
Current:

Personnel 87,910         87,910         88,544       (634)                      
Supplies 1,000           1,000           2,109         (1,109)                   
Other services and charges  51,932         51,932         13,345       38,587                   

Capital outlay  77,280         77,280         25,850       51,430                   

Total expenditures 218,122       218,122       129,848     88,274                   

Net changes in fund balance   27,418         27,418         38,295       10,877                   

Fund balances, beginning of year 72,452         72,452         72,452       -                            

Fund balances, end of year  99,870$        99,870$        110,747$    10,877$                 

The accompanying notes are an integral part of these financial statement
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 Statement of Revenues, Expenditures 
and Changes in Fund Balance - Budget and Actual

Public Improvement Special Revenue Fund

For the Year Ended December 31, 2007

Variance
with
Final

Budget
Budgeted Amount Positive

Original Final Actual (Negative)

Revenues
Investment income -$                  -$                  15,516$        15,516$               

Expenditures 
Capital outlay  -                    -                   43,913         (43,913)                

Revenues over expenditures -                    -                   (28,397)        (28,397)                

Other financing sources
Transfers in -                    -                   440,000       440,000               

Net changes in fund balance   -                    -                   411,603       411,603               

Fund balances, beginning of year 287,220        287,220       287,220       -                           

Fund balances, end of year  287,220$      287,220$      698,823$      794,809$             

The accompanying notes are an integral part of these financial statements.
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The accounting policies of the Traverse Area District Library (the “Library”) conform to generally accepted 
accounting principles as applied to governmental units.  The following is a summary of the significant 
policies. 
 
Traverse Area District Library was established on January 1, 1983 pursuant to the Library Act of Michigan by 
participating municipalities of the City of Traverse City and Grand Traverse County.  The Library provides 
library services to the public. 
 
The Reporting Entity 
 
The Library is governed by a Board of Trustees, appointed in accordance with the Library bylaws.  The Board 
has governance responsibilities over all activities related to the Traverse Area District Library.  The Board 
receives funding from local and state government sources and must comply with concomitant requirements of 
these funding entities.  However, the Board is not included in any other governmental “reporting entity” as 
defined by the Government Accounting Standards Board since the Board members, who are appointed, have 
decision-making authority, the power to designate management, the responsibility to significantly influence 
operations, and primary accountability for fiscal matters. In accordance with generally accepted accounting 
principles, there are no component units to be included in these financial statements. 
 
The Traverse Area District Library maintains associate library relationships with the Peninsula Community, 
Fife Lake Public, and Interlochen Public Libraries. These contractual relationships provide for an exchange of 
library services. The agreements also provide for payments to the associate members of amounts based on 
varying factors, including statistics provided by the Library of Michigan, millage allowances and penal fine 
revenue sharing. Supplemental payments are also made to the associate members at the discretion of the 
Board of Trustees. The Library operates branches in Kingsley and East Bay Townships. 
 
The Traverse Area District Library also serves as the Regional Library for the blind and physically 
handicapped. The expenditures related to this program are partially funded through State and Federal grants.  
 
Government-wide and Fund Financial Statements 
 
The government-wide financial statements (i.e., the statement of net assets and the statement of activities) 
report information on all of the activities of the primary government.  For the most part, the effect of interfund 
activity has been removed from these statements.  Governmental activities are supported by charges for 
services and tax revenues. 
 
The statement of activities demonstrates the degree to which the direct expenses of a given function or 
segment are offset by program revenues.  Direct expenses are those that are clearly identifiable with a specific 
function or segment.  Program revenues include 1) charges to customers or applicants who purchase, use, or 
directly benefit from goods, services, or privileges provided by a given function or segment and 2) grants and 
contributions that are restricted to meeting the operational or capital requirements of a particular function or 
segment.  Internally dedicated resources are reported as general revenues rather than as program revenues. 
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Measurement Focus, Basis of Accounting and Financial Statement Presentation 
 
The government-wide financial statements (statement of net assets and the statement of activities) are 
reported using the economic resources measurement focus and the accrual basis of accounting.  Revenues are 
recorded when earned and expenses are recorded when a liability is incurred, regardless of the timing of 
related cash flows.  Grants and similar items are recognized as revenue as soon as all eligibility requirements 
imposed by the provider have been met. 
 
Governmental fund financial statements are reported using the current financial resources measurement focus 
and the modified accrual basis of accounting.  Revenues are recognized as soon as they are both measurable 
and available.  Revenues are considered to be available when they are collectible within the current period or 
soon enough thereafter to pay liabilities of the current period.  For this purpose, the government considers 
revenues to be available if they are collected within 60 days of the end of the current fiscal period.  
Expenditures generally are recorded when a liability is incurred, as under accrual accounting.  However, debt 
service expenditures, as well as expenditures related to compensated absences not expected to be paid in the 
current year and claims and judgments, are recorded only when payment is due. 

 
State revenue, fees and interest associated with the current fiscal period are all considered to be susceptible to 
accrual and so have been recognized as revenues of the current fiscal period.  All other revenue items are 
considered to be measurable and available only when cash is received by the government. 
 
The government reports the following major governmental funds: 
 

The general fund is the government’s primary operating fund.  It accounts for financial resources of the 
Library which are not required to be reported in another fund. 
 
The TCTV2 special revenue fund is utilized to account for the operations of a local public access 
television station broadcasting from the Library’s main branch. 
 
The public improvement special revenue fund is utilized to accumulate money for acquiring, constructing, 
extending, altering, repairing, or equipping public improvements or buildings.  
 
The debt service fund is utilized to account for the accumulation and disbursement of funds to provide for 
the debt service on Library debts. 
 
The permanent fund is utilized to account for the corpus and earnings of a trust of which the earnings can 
be spent. 
 

 Budgetary Data 
 
The annual budgets are prepared by the Library’s management and adopted by the Library Board; subsequent 
amendments are approved by the Library Board.  During the current year, the budget was amended in a 
legally permissible manner. 
 
The budgets have been prepared in accordance with generally accepted accounting principles.  The budget 
statement (statement of revenue, expenditures and changes in fund balances – budget and actual) is presented 
on the same basis of accounting used in preparing the adopted budget. 
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The budget has been adopted on an activity basis; expenditures at this level in excess of amounts budgeted are 
a violation of Michigan law.  A comparison of actual results of operations to the budget as adopted by the 
Board is included in the financial statements. 
 
The District Library follows these procedures in establishing the budgetary data reflected in the financial 
statements: 
 

a. On or about September 1, the District Library submits to the general public a proposed operating 
budget for the fiscal year commencing the following January 1.  The operating budget includes 
proposed expenditures and the means of financing them. 

b. Public hearings are conducted to obtain taxpayer comments. 
c. On or about September 30, the budget is legally enacted through passage of a resolution. 
d. The District Library Director is authorized to transfer budgeted amounts within any activities. 
e. Appropriations for the funds lapse at the end of the fiscal year. 

 
P.A 621 of 1978, as amended, provides that a local unit shall not incur expenditures in excess of the amounts 
appropriated.  During the year ended December 31, 2007, the Library did not incur expenditures in excess of 
the amounts appropriated at the legal level of budgetary control with the exception of the Public Improvement 
Fund which did not have a budget adopted for 2007. 
 
Property Taxes Receivable 
 
Property taxes are levied and attach as an enforceable lien of property on December 1 on the taxable valuation 
of property as of the preceding December 31st.  The property taxes are billed and collected by local units of 
government within the Library District, which then remit the District Library’s designated portion on a semi-
monthly basis.  During March of each year, uncollected real property taxes are transferred to the respective 
County which pays the Library for those balances and accepts responsibility for collection.  Responsibility for 
the collection of unpaid personal property taxes remains with the local units of government. 
 
Although the Library’s 2007 ad valorem tax is levied and collectible on December 1, 2007, it is the Library’s 
policy to recognize revenues from the current tax levy in the subsequent year when the proceeds of this levy 
are budgeted and made available for the financing of the Library’s operations. 
 
Deferred Revenue 
 
Governmental funds report deferred revenue in connection with receivables for revenues that are not 
considered to be available to liquidate liabilities of the current period or for resources that have been received, 
but not yet earned.  At the end of the current fiscal year, the various components of deferred revenue reported 
in the governmental funds were as follows: 
 

Property taxes: 
 General Fund $    3,980,747
 Debt Service Fund 661,502
 
Total deferred revenues $   4,642,249
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Compensated Absences 
 
District Library employees earn leave in varying amounts based on length of service.  Unused leave may 
accumulate and be carried over to a subsequent year, subject to restrictions.  Leave accrued at year end which 
is subject to payment upon termination has been included as a liability on the statement of net assets and not 
on the fund balance sheet as the balance has not yet matured from resignations or retirements. 
 
Use of Estimates 
 
The preparation of financial statements in conformity with generally accepted accounting principles requires 
management to make estimates and assumptions that affect certain reported amounts and disclosures.  Actual 
results could differ from those estimates. 
 
Contributions 
 
All contributions are considered to be available for unrestricted use unless specifically restricted by the donor.  
Restricted resources are utilized first when allowable costs are incurred where both restricted and unrestricted 
net assets are available. 
 
Cash and Cash Equivalents 
 
The District Library considers all cash, demand deposits and short-term investments with an original maturity 
of three months or less to be cash and cash equivalents. 

 
Capital Assets 
 
Capital assets, which include property and equipment are reported in the government-wide statements 
(statement of net assets).  Capital assets are defined by the Library as assets with an initial, individual cost of 
more than $500 and an estimated life in excess of one year.  Such assets are recorded at historical cost or 
estimated historical cost if purchased or constructed.  Donated capital assets are recorded at estimated fair 
value at the date donated. 
 
The cost of normal maintenance and repairs that do not add to the value of the asset or materially extend asset 
lives are not capitalized. 
 
Capital assets are recorded as capital expenditures at the time of purchase in the fund financial statements 
(statement of revenues, expenditures and changes in fund balances) and are subsequently capitalized on the 
government-wide statements.  
 
Depreciation is recorded over the estimated useful lives of the assets, using the straight-line method for all 
capital assets, as follows: 

 
 Years 
 
Furniture, fixtures and equipment 3-40 
Building and improvements 40 
Collections – books, DVDs, videotapes, etc. 6  
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2. CASH DEPOSITS AND INVESTMENTS 
 
Deposits 

 
The captions on the financial statements relating to cash and cash equivalents are as follows: 
 

 Governmental  
 Activities  
  
Cash deposits $       617,308  
Investments 2,158,878  
  
Total cash deposits and investments $      2,776,186  
 
These deposits are in one (1) financial institution located in Michigan.  State policy limits the Library’s 
investing options to financial institutions located in Michigan.   
 
The Library chooses to disclose investments by specifically identifying each. As of December 31, 2007 
the Library had the following investments: 
 

Investments Maturity       Balance Rating 
 
 Fifth Third Prime Money Market       N/A $ 20,528 not available 
 Fifth Third Institutional Money Market       N/A  639,592 not available 
 FHLB 09/10/2018  81,000 AAA SP 
 FHLMC 09/15/2009  72,799 AAA SP 

  FHLMC 03/15/2011  66,350 AAA SP 
  FHLMC 01/15/2012  72,717 AAA SP 
  FHLMC 01/15/2013  48,889 AAA SP 
  FHLB 10/16/2009  54,834 AAA SP 

FNMA  09/15/2009  104,782 AAA SP 
FNMA  02/15/2011  68,524 AAA SP 
FNMA  02/15/2009  224,804 AAA SP 
FHLMC  11/03/2009  24,768 AAA SP 
GNR 2003-72d 12/16/2036  96,690 AAA SP 
U.S. Treasury Bonds 11/15/2017  20,266 * 
U.S. Treasury Bonds 05/15/2037  47,620 * 
U.S. Treasury Bonds 08/15/2012    29,723 * 
U.S. Treasury Bonds 02/15/2014  115,193 * 
U.S. Treasury Bonds 11/15/2014  43,951 * 
U.S. Treasury Bonds 03/15/2010  58,073 * 
U.S. Treasury Bonds 05/15/2015    24,373  * 
U.S. Treasury Bonds 11/15/2008    29,588  * 
U.S. Treasury Bonds 11/15/2015    69,289  * 
U.S. Treasury Bonds 02/15/2009    39,734  * 
U.S. Treasury Bonds 05/31/2011    34,575  * 
U.S. Treasury Bonds 08/31/2008    70,216  * 
   
 Total investments    $2,158,878 
 
* Denotes that investment is backed by the full faith of the U.S. Government. Rating disclosure is not 
required for these investments.  
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Deposit Risk 
 

Interest rate risk.  State law limits the allowable investments and the maturities of some of the 
allowable investments as identified in the following list of authorized investments.  The Library’s 
investment policy does not have specific limits in excess of state law on investment maturities as a 
means of managing its exposure to fair value losses arising from increasing interest rates.  The maturity 
dates for each investment are identified above for investments held at year-end. 

 
Credit Risk.  State law limits investments to specific government securities, certificates of deposits and 
bank accounts with qualified financial institutions, commercial paper with specific maximum maturities 
and ratings when purchased, bankers acceptances of the Library’s specific financial institutions, 
qualified mutual funds and qualified external investment pools as identified in the following listing.  
The Library’s investment policy does not have specific limits in excess of state law on investment 
credit risk.  The ratings for each investment as required by GASB Statement #40 are identified above 
for investments held at year end. 

 
Custodial Credit Risk – Deposits.  Custodial credit risk is the risk that in the event of a bank failure, the 
Library’s deposits may not be returned.  The Library minimizes this risk by pre-qualifying the financial 
institutions, broker/dealers, intermediaries, and advisors to be in compliance with the requirements set 
forth in the Library’s investment policy.  As of year-end, $437,427 of the Library’s bank balance of 
$617,308 was exposed to custodial credit risk because it was uninsured and uncollateralized. 
 
Custodial Credit Risk – Investments.  For an investment, custodial credit risk is the risk that, in the 
event of the failure of the counterparty, the Library will not be able to recover the value of its 
investments or collateral securities that are in the possession of an outside party.  The Library 
minimized this risk by pre-qualifying the financial institutions, brokers/dealers, intermediaries and 
advisors to be in compliance with the requirements set forth in the Library’s investment policy.  The 
custodial credit risk for the above money market mutual fund cannot be determined because the mutual 
fund does not consist of specifically identifiable securities.  The Library is exposed to custodial credit 
risk for the remaining securities because they are uninsured and unregistered with securities held by the 
counter party or the counter party’s trust department or agent but not in the Library’s name. 

 
Statutory Authority 
 
State statutes authorize the Library to invest in: 
 
a. Bonds, securities, other obligations and repurchase agreements of the United States, or an agency or 

instrumentality of the United States. 
 
b. Certificates of deposit, savings accounts, deposit accounts or depository receipts of a qualified 

financial institution. 
 

c. Commercial paper rated at the time of purchase within the two highest classifications established by 
not less than two standard rating services and that matures not more than 270 days after the date of 
purchase. 

 
d. Bankers acceptances of United States banks. 

 
e. Obligations of the State of Michigan and its political subdivisions that, at the time of purchase are 

rated as investment grade by at least one standard rating service. 
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f. Mutual funds registered under the Investment Company Act of 1940 with the authority to purchase only 
investment vehicles that are legal for direct investment by a public corporation. 

 
g. External investment pools as authorized by Public Act 20 as amended through December 31, 1997. 

 
 
3. CAPITAL ASSETS 

 
Changes in the components of the capital assets are summarized as follows: 
 
 Balance   Balance
 January 1,   December 31,
 2007 Additions Deductions  2007
   
Capital assets not being depreciated:   
 Land $   345,545 $              - $             -  $   345,545
Capital assets being depreciated:   
 Building 

Collections 
7,437,943
2,926,332

-
331,551

- 
134,919 

 7,437,943
3,122,964

 Furniture and equipment 1,445,927 35,723 14,697  1,466,953
   
Total capital assets being depreciated  11,810,202  367,274 149,616  12,027,860

 
Accumulated depreciation   
 Building 

Collections 
1,509,464
2,166,884

188,003
324,703

- 
134,919 

  1,697,467
 2,356,668

 Furniture and equipment 951,827 57,275 14,697  994,405
  
Total accumulated depreciation 4,628,175 569,981 149,616   5,048,540
   
Total capital assets being depreciated 7,182,027 (202,707)               -   6,979,320
   
Total capital assets, net $7,527,572 $(202,707)    $          -   $7,324,865

 
 
4. LONG-TERM DEBT 

 
Long-term debt of the Library consists of the following: 
 

         Due 
 Balance      Balance  Within 
 January 1,      December 31,  One 
 2007  Increases  (Decreases)  2007  Year 
 
2005 general obligation  
 refunding bonds at 2.5-4.0% 
 interest with principal 
 payments ranging from 
 $55,000 to $635,000 
 through 2017 $5,865,000 $              - $   (450,000) $     5,415,000 $ 465,000
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         Due 
 Balance      Balance  Within 
 January 1,      December 31,  One 
 2007  Increases  (Decreases)  2007  Year 
     
Compensated absences $   197,075  $ 224,038 $224,038 $         197,075  $   19,708

Deferred issuance costs (228,637)  - 20,785 (207,852)  -
     
Total Long Term Debt $5,833,438  $ 224,038 $  (653,253) $5,404,223  $ 484,708

 
General obligation bonds are reported net of $207,852 of deferred issuance cost on the statement of net 
assets.  The balance of these bonds will be paid from the debt service fund millage.  Compensated 
absences are liquidated by the general fund. 

 
The annual requirements to pay principal and interest on long-term debt outstanding at year-end, are as 
follows: 

Year Ending
December 31 Principal Interest 

 
2008 $      465,000 $      182,431 
2009 480,000 168,256 
2010 495,000 153,322 
2011 510,000 137,300 
2012 525,000 120,153 

2013-2017 2,940,000 294,803 
  
 $   5,415,000 $   1,056,265 

 
 
5. INTERFUND RECEIVABLES AND PAYABLES 
 

The amounts of interfund receivables and payables are as follows: 
 

 Due From Due to 
 Other Other 
 Funds Funds 
   
TCTV2 $   110,747 General Fund $  215,683 
Debt Service Fund 90,038 Public Improvement 43,913 
General Fund 58,811  
 

$   259,596
 

$  259,596 
 
Interfund balances primarily reflect loans made from funds with cash and short-term investments to those 
requiring temporary cash flows needs. 
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Interfund transfers for the year ended December 31, 2007, are as follows: 
 
       Transfer in  
   Public 
   Improvement   
Transfer out: 
General Fund  $  440,000 
 
The interfund transfer from the General fund to the Public Improvement fund was for the General 
fund’s share of the expenditures related to capital projects and to provide funds for a variety of 
projects which have been reserved for by Board action.  

 
 

6. RISK MANAGEMENT 
 
The Library is exposed to various risks of loss related to property loss, torts, errors and omissions and 
employee injuries (workers’ compensation), as well as medical benefits provided to employees.  The 
Library has purchased commercial insurance for claims.  Settled claims relating to the commercial 
insurance have not exceeded the amount of insurance coverage in the past three fiscal years.  There were 
no significant reductions in insurance coverage during the past year. 
 
 

7. RETIREMENT PLANS 
 

The Library participates in two retirement programs as detailed below: 
 
Employees Investment Plan and Trust 
 
The Library participates in a self-administered defined contribution pension plan established on June 1, 
1985.  There are two types of contributions that the Library may make: discretionary matching and 
discretionary profit sharing.  Employees are eligible to participate in the plan after reaching 21 years of 
age and providing 3 months of service.  As authorized by the plan document, each participant may 
contribute from 1% to 15% of compensation to this plan.  The Library may contribute each year, 
depending on its funding. Participants in the plan are vested depending on their years of service. The 
employee will be credited with one year of service for each Plan year in which at least 1,000 hours of 
service were completed. All employee contributions are 100% vested at all times. 
 
The employer contribution for the year totaled $96,183.  The employee contribution totaled $210,506. 
Plan provisions and contribution requirements are established and may be amended by the Library Board. 
 



TRAVERSE AREA DISTRICT LIBRARY 
 

Notes to Financial Statements 
 

For the Year Ended December 31, 2007 
 
 

-30- 

Defined Benefit Plan – Municipal Employees Retirement System of Michigan 
 
The Library participates in the Municipal Employees Retirement System of Michigan (MERS), an agent 
multiple-employer defined benefit pension plan providing retirement, death and disability benefits 
covering full-time Library employees.  The System is administered by the MERS retirement board.  Act 
No. 427 of the Public Acts of 1984, as amended, establishes and amends the benefit provisions of the 
participants in MERS.  A publicly available financial report that includes financial statements and 
required supplementary information for MERS may be obtained by writing to the Municipal Employees 
Retirement System of Michigan, 447 North Canal Road, Lansing, Michigan 48917 or by calling (800) 
767-6377. 
 
Beginning January 1, 2007, employees began contributing the difference between the MERS B-2 plan 
(paid by employer) and the MERS B-4 plan. Currently, the employee contribution amounts to 4.61% of 
gross pay.  Beginning January 1, 2007, the Library was required to contribute at an actuarially determined 
rate of 11.78%.  In 2008 this rate became 11.56%.  The contribution requirements of the Library are 
established and may be amended by the Retirement Board of MERS.  The contribution requirements of 
the plan members are established and may be amended by the Board of Trustees. 
 
For the year ended December 31, 2007, the annual pension cost was equal to the Library’s actual and 
required contribution for MERS of $200,125.  The required contribution was determined as part of the 
December 31, 2004 actuarial valuation using the entry age actuarial cost method.  The actuarial 
assumptions have not changed in 2007 and include: (a) a rate of return on the investment of present and 
future assets of 8.0%; (b) projected salary increases of 4.5% per year compounded annually, attributable 
to inflation; (c) additional projected salary increases of 0.0% to 8.4% per year, depending on age, 
attributable to seniority/merit; and (d) Post-retirement Benefits will increase 2.5% per year.  The actuarial 
value of MERS assets was determined on the basis of a valuation method that assumes the fund earns the 
expected rate of return and includes an adjustment to reflect fair value.  The Library’s unfunded actuarial 
accrued liability is being amortized as a level percentage of projected payroll on an open basis.  The 
remaining amortization period at December 31, 2005, the date of the latest actuarial valuation, was 30 
years. 

Three-Year Trend Information 
 

 Net 
 Annual Percentage Pension 

Year Ended Pension of APC Obligation 
 Cost (APC) Contributed (Asset) 
  

     2005 $155,836  100% $     - 
     2006 197,056  100%        - 
     2007 200,125  100%        - 

 
Schedule of Funding Progress 

 
    Actuarial        UAAL as a 
  Actuarial  Accrued  Unfunded      Percentage 

Actuarial  Value of  Liability (AAL)  AAL  Funded  Covered  of Covered 
Valuation  Assets  Entry Age  (UAAL)  Ratio  Payroll  Payroll 

Date  (a)  (b)  (b-a)  Total  (c)  ((b-a)/c) 
             
12/31/04 
12/31/05 

 $1,928,066 
2,134,975 

 $2,240,158 
2,806,615 

 $312,092 
671,640 

   86% 
  76% 

 $1,539,301 
1,567,900 

 20% 
43% 

12/31/06  2,450,324  3,642,640  1,192,316   67%  1,662,259  72% 
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8. COMMITMENTS 
 

On June 25, 1999, the Library entered into a contract with Cherry Capital Cable Council whereby the 
Library will act as fiscal agent of the Cable Council for administration of cable television public and 
community access, training, equipment, production, and distribution.  The contracted fee received by the 
Library will be dependent on estimated costs incurred and the revenues received by the Cable Council 
each year.  Any excess fees received by the Library over and above its costs are to be carried forward to 
the following fiscal year.  The contract was extended through December 31, 2007 and per the terms of the 
contract, it will be terminated effective June 30, 2008.  The results of this activity are accounted for in the 
TCTV2 special revenue fund. 
 
The Traverse Area District Library has entered into a lease with the Village of Kingsley for the use of 
premises located at 104 S. Brownson Avenue, Kingsley, Michigan.  The lease calls for annual lease 
payments of one dollar ($1.00) and other good and valuable consideration.  It is automatically renewed 
from year to year on the same terms and conditions unless one of the parties notifies the other in writing 
no less than ninety (90) days prior to the end of the term of the lease of its desire to terminate the lease.  
The Library also leases facilities from East Bay Township under similar terms. 
 
The Traverse Area District Library has entered into an agreement with the Village of Kingsley to build a 
joint village/library complex. The complex will begin construction in 2008 with construction expected to 
be completed in 2009. The Library has committed $100,000 towards construction of the new complex. 
 

* * * * * *



Detailed Statement of Revenues, Expenditures
and Changes in Fund Balance - Budget and Actual

General Fund

For the Year Ended December 31, 2007

Variance
with
Final

Budget
Budgeted Amount Positive

Original Final Actual (Negative)

Revenues
Property taxes  3,665,525$       3,665,525$       3,675,709$        10,184$                  
State grants 109,525           109,525           113,755            4,230                      
Other grants   4,000               4,000               13,595              9,595                      
Charges for services  105,000           195,000           122,410            (72,590)                  
Fines and forfeitures  418,000           418,000           450,637            32,637                    
Investment income  70,000             100,000           169,949            69,949                    
Contributions and other income  6,000               6,000               47,491              41,491                    

Total revenues 4,378,050          4,498,050          4,593,546          95,496                     

Expenditures  
Current:

Personnel:
Salaries and wages  2,040,499        2,060,499        1,995,008         65,491                    
Social security taxes  42,255             42,255             38,244              4,011                      
Medical insurance  323,000           323,000           303,113            19,887                    
Life insurance  8,100               8,100               7,376                724                         
Retirement contributions 294,715           294,715           294,130            585                         
Workers' compensation insurance   6,000               6,000               6,192                (192)                       
Unemployment insurance  1,900               1,900               4,442                (2,542)                    
Disability insurance  6,800               6,800               5,907                893                         

Total personnel 2,723,269          2,743,269          2,654,412          88,857                     

Supplies:
Office supplies  160,000           260,000           156,606            103,394                  
Operating supplies  325,000           325,000           326,064            (1,064)                    
Repair and maintenance 26,000             26,000             22,707              3,293                      

Total supplies   511,000           611,000           505,377            105,623                  

Other services and charges:
Professional and contract services   157,000           157,000           162,876            (5,876)                    
Communications   60,000             60,000             73,753              (13,753)                  
Transportation and travel   25,000             25,000             17,781              7,219                      
Printing and publishing   16,000             16,000             14,007              1,993                      
Insurance and bonds  30,000             30,000             24,110              5,890                      
Public Utilities   130,000           130,000           115,061            14,939                    
Repair and maintenance   201,300           201,300           184,534            16,766                    
Aid to other units    410,570           410,570           405,401            5,169                      
Miscellaneous   5,000               5,000               3,340                1,660                      

Total other services and charges    1,034,870        1,034,870        1,000,863         34,007                    

Capital outlay  65,000             65,000             52,537              12,463                    

Total expenditures  4,334,139        4,454,139        4,213,189         240,950                  

Revenues over expenditures  43,911             43,911             380,357            336,446                  

Other financing sources (uses)  
Transfers out -                       (440,000)          (440,000)           -                              

Net changes in fund balance  43,911             (396,089)          (59,643)             336,446                  

Fund balances, beginning of year 1,362,671          1,362,671          1,362,671          -                               

Fund balances, end of year 1,406,582$        966,582$           1,303,028$        336,446$                 
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Detailed Statement of Revenues, Expenditures
and Changes in Fund Balance - Budget and Actual

TCTV2 Special Revenue Fund

For the Year Ended December 31, 2007

Variance
with
Final

Budget
Budgeted Amount Positive

Original Final Actual (Negative)

Revenues
Other grants -$                  -$                  43,090$       43,090$         
Charges for services  245,540       245,540       125,053      (120,487)       

Total revenues 245,540         245,540         168,143        (77,397)          

Expenditures
Current:

Personnel:
Salaries and wages 66,900         66,900         65,860        1,040             
Social security taxes 1,960           1,960           946              1,014             
Medical insurance 10,950         10,950         11,100        (150)              
Life insurance 225              225              199              26                  
Retirement contributions 7,350           7,350           10,221        (2,871)           
Disability insurance 525              525              218              307                

Total personnel 87,910           87,910           88,544          (634)               

Supplies:
Office supplies 1,000           1,000           2,109           (1,109)           

Other services and charges:
Professional and contract services 37,400         37,400         4,225           33,175           
Transportation and travel 4,000           4,000           300              3,700             
Printing and publishing 1,000           1,000           -                   1,000             
Repair and maintenance 9,532           9,532           8,820           712                

Total other services and charges 51,932         51,932         13,345        38,587           

Capital outlay 77,280         77,280         25,850        51,430           

Total expenditures 218,122       218,122       129,848      88,274           

Net changes in fund balance 27,418         27,418         38,295        10,877           

Fund balances, beginning of year, as restated 72,452           72,452           72,452          -                      

Fund balances, end of year 99,870$         99,870$         110,747$      10,877$          
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER FINANCIAL 
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF 

FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH 
GOVERNMENT AUDITING STANDARDS 

 
 

 June 10, 2008 
 
To the Board of Directors 
Traverse Area District Library 
Traverse City, Michigan 
 
We have audited the financial statements of the governmental activities and each major fund of the 
Traverse Area District Library as of and for the year ended December 31, 2007, which collectively 
comprise Traverse Area District Library’s basic financial statements and have issued our report thereon 
dated June 10, 2008.  We conducted our audit in accordance with auditing standards generally accepted in 
the United States of America and the standards applicable to financial audits contained in Government 
Auditing Standards, issued by the Comptroller General of the United States. 
 
Internal Control Over Financial Reporting 
 
In planning and performing our audit, we considered Traverse Area District Library’s internal control 
over financial reporting as a basis for designing our auditing procedures for the purpose of expressing our 
opinions on the financial statements, but not for the purpose of expressing an opinion on the effectiveness 
of the Traverse Area District Library’s internal control over financial reporting.  Accordingly, we do not 
express an opinion on the effectiveness of the Traverse Area District Library’s internal control over 
financial reporting. 
 
Our consideration of internal control over financial reporting was for the limited purpose described in the 
preceding paragraph and would not necessarily identify all deficiencies in internal control over financial 
reporting that might be significant deficiencies or material weaknesses.  However, as discussed below, we 
identified certain deficiencies in internal control over financial reporting that we consider to be significant 
deficiencies. 
 
A control deficiency exists when the design or operation of a control does not allow management or 
employees, in the normal course of performing their assigned functions, to prevent or detect 
misstatements on a timely basis.  A significant deficiency is a control deficiency, or combination of 
control deficiencies, that adversely affects the entity’s ability to initiate, authorize, record, process, or 
report financial data reliably in accordance with generally accepted accounting principles such that there 
is more than a remote likelihood that a misstatement of the entity’s financial statements that is more than 
inconsequential will not be prevented or detected by the entity’s internal control over financial reporting.  
We consider the following deficiencies to be significant deficiencies in internal control over financial 
reporting. 
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Finding 2007-1 – Preparation of Financial Statements in Accordance with GAAP 
 
Criteria: All Michigan governments are required to prepare financial statements in 

accordance with generally accepted accounting principles (GAAP). This is a 
responsibility of the government’s management. The preparation of financial 
statements in accordance with GAAP requires internal controls over both (1) 
recording, processing, and summarizing accounting data (i.e., maintaining 
internal books and records), and (2) reporting government-wide and fund 
financial statements, including the related footnotes (i.e., external financial 
reporting.) 
 

Condition: As is the case with many smaller and medium-sized entities, the government 
has historically relied on its independent external auditors to assist in the 
preparation of the government-wide financial statements and footnotes as part 
of its external financial reporting process.  Accordingly, the government’s 
ability to prepare financial statements in accordance with GAAP is based, in 
part, on its reliance on its external auditors, who cannot by definition be 
considered a part of the government’s internal controls. 
 

Cause: This condition was caused by the Library’s decision that it is more cost 
effective to outsource the preparation of its annual financial statements to the 
auditors than to incur the time and expense of obtaining the necessary training 
and expertise required for the Library to perform this task internally. 
 

Effect:  As a result of this condition, the Library lacks internal controls over the 
preparation of financial statements in accordance with GAAP, and instead 
relies, in part, on its external auditors for assistance with this task. 
 

View of 
Responsible 
Officials: 

The Library has evaluated the cost vs. benefit of establishing internal controls 
over the preparation of financial statements in accordance with GAAP, and 
determined that it is in the best interests of the Library to outsource this task to 
its external auditors, and to carefully review the draft financial statements and 
notes prior to approving them and accepting responsibility for their content and 
presentation. 

 
Finding 2007-2 – Accrual of Accounts Payable at Year End
 
Criteria: With the exception of long term obligations, governmental GAAP requires that 

expenditures be recognized as soon as the related liability is incurred. 
Accordingly, the Library should identify those goods and services received 
prior to the end of the fiscal year, but paid subsequent to year end, and accrue 
them as accounts payable.  
 

Condition: The Library did not make any adjustments to identify and accrue accounts 
payable at year end. In connection with our audit testing, we identified a 
significant disbursement ($20,065) made in January 2008 that related to the 
fiscal year ended December 31, 2007, which had not been accrued. 
 

Cause: This condition was caused by the Library’s historical practice of recognizing 
expenditures in the period in which the related disbursements were made (e.g., 
following the cash basis for expenditure recognition). 
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Effect:  As a result of this condition, the Library’s financial statements were initially 
misstated by an amount that is more than inconsequential to the financial 
statements under audit. 
 

View of 
Responsible 
Officials: 

In future periods, management will review disbursements made immediately 
subsequent to year end to identify expenditures that should be accrued to the 
prior fiscal year in accordance with GAAP.

 
A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more 
than a remote likelihood that a material misstatement of the financial statements will not be prevented or 
detected by the entity’s internal control.  Our consideration of the internal control over financial reporting was 
for the limited purpose described in the first paragraph of this section and would not necessarily identify all 
deficiencies in the internal control that might be significant deficiencies and, accordingly, would not 
necessarily disclose all significant deficiencies that are also considered to be material weaknesses.  However, 
we do not believe that either of the significant deficiencies described above are material weaknesses. 
 
Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether Traverse Area District Library’s financial 
statements are free of material misstatement, we performed tests of its compliance with certain provisions of 
laws, regulations, contracts and grant agreements, noncompliance with which could have a direct and material 
effect on the determination of financial statement amounts.  However, providing an opinion on compliance 
with those provisions was not an objective of our audit and, accordingly, we do not express such an opinion.  
The results of our tests disclosed no instances of noncompliance or other matters that are required to be 
reported under Government Auditing Standards. 
 
We noted certain matters that we reported to the management of Traverse Area District Library in a separate 
letter dated June 10, 2008. 
 
Traverse Area District Library’s responses to the findings identified in our audit are described above. We did 
not audit Traverse Area District Library’s response and, accordingly, we express no opinion on it. 
 
This report is intended solely for the information and use of management and others within the entity, and is 
not intended to be and should not be used by anyone other than these specified parties.  
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June 10, 2008 

 
 
To the Board Members 
Traverse Area District Library 
Traverse City, Michigan 
 
We have audited the financial statements of the governmental activities, each major fund, and the 
aggregate remaining fund information of Traverse Area District Library for the year ended 
December 31, 2007, and have issued our report thereon dated June 10, 2008.  Professional 
standards require that we provide you with the following information related to our audit. 
 
Our Responsibility Under Auditing Standards Generally Accepted in the United States of 
America and Government Auditing Standards 
 
As stated in our engagement letter dated February 18, 2008, our responsibility, as described by 
professional standards, is to express opinions about whether the financial statements prepared by 
management with your oversight are fairly presented, in all material respects, in conformity with 
accounting principles generally accepted in the United States of America.  Our audit of the 
financial statements does not relieve you or management of your responsibilities.   
 
As part of our audit, we considered the internal control of Traverse Area District Library.  Such 
considerations were solely for the purpose of determining our audit procedures and not to 
provide any assurance concerning such internal control.  
 
As part of obtaining reasonable assurance about whether the financial statements are free of 
material misstatement, we performed tests of Traverse Area District Library’s compliance with 
certain provisions of laws, regulations, contracts and grants. However, the objective of our tests 
was not to provide an opinion on compliance with such provisions. 
 
Planned Scope and Timing of the Audit 
 
We performed the audit according to the planned scope and timing previously communicated to 
you in our meeting about planning matters on March 12, 2008. 
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Significant Audit Findings  
 
Qualitative Aspects of Accounting Practices  
 
Management is responsible for the selection and use of appropriate accounting policies.  In 
accordance with the terms of our engagement letter, we will advise management about the 
appropriateness of accounting policies and their application.  The significant accounting policies 
used by Traverse Area District Library are described in Note 1 to the financial statements.  No new 
accounting policies were adopted and the application of existing policies was not changed during 
the year.  We noted no transactions entered into by the governmental unit during the year for which 
there is a lack of authoritative guidance or consensus.  There are no significant transactions that 
have been recognized in the financial statements in a different period than when the transaction 
occurred. 
 
Accounting estimates are an integral part of the financial statements prepared by management and 
are based on management’s knowledge and experience about past and current events and 
assumptions about future events.  Certain accounting estimates are particularly sensitive because of 
their significance to the financial statements and because of the possibility that future events 
affecting them may differ significantly from those expected. The most sensitive estimates affecting 
the financial statements were: 

 
 Management’s estimate of the useful lives of depreciable capital assets is based on the 

length of time it is believed that those assets will provide some economic benefit in the 
future. 

 
Difficulties Encountered in Performing the Audit 
 
We encountered no significant difficulties in dealing with management in performing and 
completing our audit. 
 
Corrected and Uncorrected Misstatements 
 
Professional standards require us to accumulate all known and likely misstatements identified 
during the audit, other than those that are trivial, and communicate them to the appropriate level of 
management. Management has corrected all such misstatements.  In addition, none of the 
misstatements detected as a result of audit procedures and corrected by management were material, 
either individually or in the aggregate, to the financial statements taken as a whole.  
 
Disagreements with Management 
 
For purposes of this letter, professional standards define a disagreement with management as a 
financial accounting, reporting, or auditing matter, whether or not resolved to our satisfaction, that 
could be significant to the financial statements or the auditor’s report.  We are pleased to report that 
no such disagreements arose during the course of our audit. 
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Management Representations  
 
We have requested certain representations from management that are included in the management 
representation letter dated June 10, 2008. 
 
Management Consultations with Other Independent Accountants 
 
In some cases, management may decide to consult with other accountants about auditing and 
accounting matters, similar to obtaining a “second opinion” on certain situations.  If a consultation 
involves application of an accounting principle to the Entity’s financial statements or a 
determination of the type of auditor’s opinion that may be expressed on those statements, our 
professional standards require the consulting accountant to check with us to determine that the 
consultant has all the relevant facts.  To our knowledge, there were no such consultations with other 
accountants. 
 
Other Audit Findings or Issues  
 
We generally discuss a variety of matters, including the application of accounting principles and 
auditing standards, with management each year prior to retention as the governmental unit’s 
auditors. However, these discussions occurred in the normal course of our professional relationship 
and our responses were not a condition to our retention. 
 
This information is intended solely for the use of the governing body and management of the 
Traverse Area District Library and is not intended to be and should not be used by anyone other 
than these specified parties. 
 

Very truly yours, 
 

 
 
 

 




